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to order, The Secretary will please cali the rollnl

MR. BROWN: Robert O. Anderson. Present -
Hineé H, Baker Present
Max W. Ball Present
Munger T. Ball Abseﬁt
T. H. Barton Absenﬁ
Paul G. Benedum Present
Fred E. Bergfors Present
Jacob Blaustein Présent
Paul G. Blazer Absénﬁ.

CHAIRMAN HALLANAN: The Council will please come

CHAIRMAN HALLANAN: Mr. Bovaird, will you please
rise? I would like to present a new member of the Council,
Mr. Davis D. Bovair, President of Petroleum Equipment

Suppliers Association of Tulsa, Oklahoma. We are glad to

have you here. (Applause.)

MR. BROWN: William R, Boyd, Jr. Absent

Reid Brazell Present
J. 8, Bfidwell Present
F. W. Brigance Absent

Bruce X. Brown Present
Russell B..Brown (Mr .- Jameson) Present
M. D. Bryaﬁt Absent
iH. S. M, Burns Present
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CHAIRMAN HALLANAN: Mr. Chipman, will you please

rise. I desire to present a new member of the Council, Mr.

Chérles A. Chipman, President of the Pennsylvania Grade Crude

0il Association, of Bolivar, New York.

Council.

{Applause.;
MR, BROWN: J. P, Coleman
Robert H. Colley

Stuart M. Crocker

" John F. Cummins'(Mélvin Senichell)

E. DeBolyer

d. C, Donnell, i1

Fayette B, Dow
Warwick M., Downing
Wesley E. Downing
J. Frank Drake
Gordon Duka'
James P. Dunnigan
Paul Endacott

Max M; Fisher

R. G. Follis
Rlyde T. Foster
Stark Fox

Hial B, Gernert
B, E} Graves

B. I. Graves

We welcome you %0 the
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Absent
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Present
Present

Present

Absent

Absent
Present

Present
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Walter 3. Halianan

Jake L, Hamon

George J. Hanks

B. A. Hardey

E. H. Hargrove

John Harper

Harry B. Hilts

Eugene Holman

D, A, Huley

&, Jacobsen

B, Brewster Jennings

Carl A. Johnson

Charles S. Jones

W. Alton Jones

Paul Kayser

Wililiam M. Keck, Sr. (Roger Johnson)
Richard Gray Lawton |
J. Sayies Leach

John M. Lovejoy

Charlton H. Lyons

L. F, McCollum (James J. Cosgrove)
R. W. BcDowell

N. C. McGowen

William G. Maguire

B, L. Majewski
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Present
Absent?
Preseu%
Absent
Pregsent
Present
Aﬁsent
Present
Absent
Present
Present
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Present
Absent
Absent
Abseunt
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Present

‘Absent

Absent
Absent

Absenté
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J. Howard Marshall
A. C. Mattei

Ne ison Maynard

$. B. Mosher

Glenan E. Nielson

S. F. Niness

‘Maston Mixon

J. L. Nolan

John F. O'Shaughnessy
J. R. Parten

William T. Payne‘
Frank M. Perry

Joseph E, Pogue

Frank M, Porter

E. E. Pyles

Walter R, Reitz

Sid W. Riéhardson

A. 5. Ritchie

M. H, Robineau

J. French Robiﬁson
Roland V. Rodman
A:'H; Rowan

A. W. Scott (E. Fallin)
R. S. Shannon

¥W. G. Skelly
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P. C. Spencer Presént
CHAIRMAN HALLANAN: Mr. Staples, will you

please rise. Gentlemen, 1 desire to present a new member

of the Council, Mr, D. T, Staples, President of the Tidewater

Associated 0il Company ©of San Francisco. (Applause.)

MR. BROWN: Reese #H. Taylor . - Absent
Roy J. Thompson ~ Absent
W. W. Vandeveer Present
W. G. Violette | Absent
5. M. Fockel Present.

CHAIRMAN HALLANAN: Mr. Warren, will you please
rise? I desire to present an old new wmber of the €ouncil,

J. Ed Warren, of King, Warren and Dye, Midland, Texas.

(Applause)
MR, BROWN: William K, Warren Present
L. 8. Wescoat K Preseuf
John.H.‘White Present
Robert E. Wilsom Present
John Wrather Présent
c. H, Wrightl ) ‘-Pfésent.

CHAIRMAN HALIANAN: A quorum is present, gentlemen.

You have recéived,a copy of the mihutes of the last
meeting of the‘Council on May 28. What is your pleasure?

MR. JONES: I move they be approved.

CHAIRMAN HALLANAN: It has been moved that the

i
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minutes be approved.
Hdtion duly seconded
CHAIRMAN HALLANAN; All in favor, indicate by
saying "aye"; coatrary, "mo". It is so ordered.

i Geritlemen, I want to bring to the attention of the
Council at this time thé passing of a man who, while he was
never a member of this Council, had much to do with carving
out the original concept of the Council and the establishment
of our fundamental working org;nization. "1 refer to the
passing of a béloved friend and great.leader of the
industry{ Mr. Charles L. Harding. Charlie Harding served
on the drafting'committee when the Coupcil was organized. He
also served 2s a member of the commiitee that wrote the
National ©il Poliey, which-iepresents the.ouestanding
declaratiom of the petroleum industry on public policy.

I would like at this time to call briefly upon one
who was associated with him in much of this work. May I
ask Mr. George Koegler af this time tb speak with referénce
tﬁ cne who was belcvéd by all of us; and who'méde a great
contribution to the work‘of this council. Mr. Gébrge Koegler.

MR. KOEGLER: Mr. Chairman, I think this is a most
difficult thiqg for me to do. As must be.the case with‘all f
of you gentlemen who knew Charlie wéll, I feel é‘deep' '4ﬁ
sense of personal loss. A hard working, serious and

conscientious man who always in my experience had the best
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interesté of the industry close to his heart left us at a
very YOung age, Charlie had a brilliant cafeer before him
and something has interveued to deprive us of the pleasure
of knowing him any further.

I jﬁst want to say that I think m all of us have
lost.a valued counsellor and friend.

CHAIRMAN HALLANAY: May 1 ésk the members éf t?e
Council to stand in rising tribute to the memory of Charlie
Harding.

... The Council arose in tribute to Mr. Harding ...
' | ——_ —

CHAIRMAN HALLANAN: The report of the Secrethr'y

Treasurer is the next order of business.
REPCRT GF SECRETARY-TREASURER,

MR. BROWN: Since the first of January during
the calendar year up to date, we have taken in from
. contributions, publications and other revenues, $111,443.
The disburéements made during this period were $76,652,
That leaves receipts in excess of expenditures so far of
$34,791. We started the year with $7,998, leaving a
balance on hand of $42,789. |

.Our reserve fund was increésed $12,000 during
the period, so we now have $77,000 in reserve.

CHAIRMAN HALLANAN: If there are no femarus, the
report will be received and filed.

When we met here last in the latter part of May,
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the Committee‘on Governmeunt Persounel was groping'ﬁith the
problem of making a recommendation to the Secretary of the
interior with respect to‘the_appbintment'of a successor fo Mr .
Ed Warreﬁ as Deputy éetroleum Administrator. You are alil
familiar with what has happened in the meantime. The

commit tee recommended in behalf of Mr, Joe LaFortune, and

the appointmenf of Mr. Joe LaFortune, but in order thaﬁ the
record may be kept sfraight, I should like at this time to
call upon Mr. Jones to review the recommendations of the

committee, and aiso aanything that may relate to the future

in the Council activities, that is, relationship with PAD.

Mr . Joneé.
REPORT OF COMMITTEE ON PAD PERSONNEL,

MR, W. ALTON JONES: Mr. Chairman, my report is
brief; The Chairman has told you that we were confronted
lagt time when we met hefe with the necessity of selecting
a Deputy Administrator. While éome of the members of the-
Copﬁcil-félt that the activities of PAD might well be terﬁin—
ated af.an ear lier date, eveiyone believed; and we still
betieve, that it is of the highest importance that so long
as PAD shall continue to functiom, that it have good
leadership_and good personhel. The committeethe;efore was
very anxious to secure the services of a man competént to sit
at the right hand of the Secretary and help him with the

administrative probleus.

We were fortunate in getthg Mr, LaFortune to tke
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over this chore. Thevre is no glamor any longer in the
job at PAD, if there ever was, and 1 am guite sure some-
peple would say fhere pnever has been. But when a job is
waning, and it looks as though it_is drawing to a8 close,
spme people are inclimed to say, "Lel us pack up and go home . '
So ih taking bver, Mr . LaForitune faced a little more
difficult problem‘than some of his predecessors, for he had
to deai with a frame of mind among the administrative staff
tﬁat did not exist when we were faced with a dire emergency
and when everybody felt their job s were very essential.

I want to express here and nowon behalf of the
committee our deep appreciation to Mr. LaFortume for taking
over under those circumstances, and for the fine way in thh
he bhag carried on. 8o far as 1 know, the committee has no
unfilled requests for personnel, and Mr. LaForfune has gottén
hold of the situatiorn in good shape.

AS to the future of PAD, in conforence yesterday
Mr. LaFortune expressed the view that perhaps by the end
of the year we might see a recommendation going to the
' Senretary‘that the activities of fAD be wound up. That, of
courge, is the big "if" that we dé‘not face some further dire
emergeﬁcy or serious emergency in the National Defense
Programﬂ With the termination of the fighting in Korea, some
of our problems have eased up, and with the improvement of

the steel supply situation, we find that the material probklem
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is great ly altered, so that we can foresee with reasonable

confidence a diminution in demand here for administrative
gervice as-far as PAD is concerned, |

This question will be studied again, and perhaps
by theufime we meet at the élose of the year it will have
beén reselved. In the meantime, 1 think we must not assune
that this situation is going to be liquidated untii wa know
that conditionswiil permit. .'

I think that is all, Mr. Chairman, that I have.

CﬁAIRMAN-HALLANAN: Thank vou very much, Mr. Jones.

Now I désire at this time to merely present, who
will speak 1at§f, the new Deputy.Petiroleum Admipistrator,
Mr . Jﬁe LaFortune. fﬁpplauée.j

Mr. Jaéobsenj 8s Chairman of the‘Agenda Committee,
will you pfesenf your report at this ftime?

o ' REPORT OF AGENDA COMMITTEE

MR. A; JACOBSEN: Two reduests have beén received
for study by the Council. The first was addressed to Mr.
Hallénan-by Mr¢ Stewart, acting Deputy Administfatof, under
date 6f SEpféhbef 15, 1953. It reads:

| "Dear-Mr; Hallananir -

”ﬁrior to the ésfablishment of PAD at the time of
the communist inyasiOn of South Korea the 0il and Gaé
Division (which had:succeedea the ﬁartime Potroleun

Administration for War) was the petroleum agency within the




12

Department of the Interior. It dealt with the indusfry,'
both directly and through the National Petroleum Council.
It dealt ﬁth the War and Navy Depariments and, later, with
the Department Qf Defense; being assisted in military
patroleum planning matiers by the Military Petroleum'Advisory
Board, a groupof indugtry experts especially appointed for
that purpose.

1% pow appoars tﬁat the Petroleum Administraﬁionl
for Defence may nbt ke needed subsequent toc June30, 1554.
If no further crisis develops, thiS'agenc& could nroperly
be liguidated as soon as it has comﬁlefe& its emergency
- defense reéponsibilitias. The 1ong-fange responsibilities | ?
ﬁnd functions which still'remain could be administered by
a normal peacetime organization, such as the 0il and Gas
Division. The Oil apd Gas Division could take over the
present relationship 6f the Petroleum Administration fou
Defense with the National Petroleum Council and, if deéired
by the Department of Defense, the Department of the Interior
could re-establish a Miiifary Petroleunm Advisory Board on the
same general basis that that organization functioned in 1047-
50, |

"In order that the Secretéry of the Interior may havéh
the benefiﬁ of:National'Petroleum Council advice as to the
type, functions, and staffing of a normal peacetime

organization dealing with petroleum and gas activities, I -
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would appreciate it if the NPC would underizake a study to
determine the organization and functions ii would consider
appropriate and submit its report of the study, together with
advice and recommendations doemed appropriate. Prompt
undertaking of this study would be highly desirable and most
welcome so that the Secretary of the Interior will hﬁve
ample opportunity to consider the matter im his future
planning.

"Sinceraely yours, H. A. Stewart, Acting Deputy

'/Administrator."

The other letter is addfessed to Hallanan by the
Secrefary of the Interior, and is dated September 25th.

"My dear Mr. Hallanan:

"There has developed within recent years a
fundamental conflict between the general mining laws of the
United States and the Mineral Leasing Act of February 25,
1920, as amended, which covers the leasing of oil, gas, coal,
sodium, potash and phosphate underlying Federal lands.

"S8erious conflicts arise from the locatiou‘of_
mineral claimé filed under the hining laws by ﬁersons seeking

- to develop uranium and other fisslionable materials in areas
subject to oil énd gas leﬁseé or applications therefor or
known to be valuable for oil or gas, and from.the issuance

of oil and gas leases covering land included in unpatented

mining claius.
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"The Department ©f the Interior has been seeking
a reasonable sqlﬁtion %0 this problem.

"The 83d Congress,'after holding extensive hearings
during its first session, at which representatives of'bofh
mining and oiland gas Interssts testified, passed st@ygap
legislation (Public'Law 250) with the intent to investigate
further in the expectétion of passing permanent legislation
at thé next session. A sound and reasonable solution of the
problem is a2 matter of consequence to the oil aund gas
industry in its operatiom in public land areas; 1t iikewise
ig a matter of consequence to ths mining ipdustry. Inasmuch
as twé of the basic natural resource industries are invalved,
it becomes a matier of national interest.

"Wa therefore request the National Petroleum
Coﬁncil promptiy to make a study of_this problem éndléo'
furnish such advice and make such recommendations to the
Secretary of the Interior as the Council deems abpropriate
for‘reconciling the best interests of the ecll and gas
industries, the mining Industry, and fhe United States.

"Sincerely yours, Douglas McKay, Secretary of the
Interior."

These fwo requests for study were ftaken up at a
meeting of the Agenda Committee yesterday and the Agenda
. Committee submits to the Council the following report thereon:

Under date of September 15, 1953, Mr. H. A.
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Stewart, Acting Deputy Administratdr of the Petrolaum

Administration for Defense, addressed a letter to Mr. Walter

8. Hallanan, Chairman of the National Petroleum Council,

reqﬁesting that the-Council study the orgavization and

functions of a normal peacetime organization dealing with
petroleum and gas aciivities, in the event the Petroleum
Administration for Défanse ig liguidated, and‘to-submit a

repoxrt thereon with sudh advice and recommendations as it

deems appropriate.

A3 provided in the Articles of Organization of the

Cbuncil this letter was considered at a meeting of the

Agenda Committee on September 28, 1953, in Washington, D. C.,

at which meéting it was unanimously agreed to recommend to
the Council the appointment of a committee to make a study
as requested by Myr. Stewart amd to report to the Council.

Also under date of September 25, 1253, the Honorable

'‘Douglas McKay, Secretary of the Interior, addressed a letter

to Mr. Hallanan, requesting that the Council study the
problem created by the conflict which has developed in

raceﬁt yoars between the general mining laws of the United

'States and the Mineral Leasing Act of February 25, 1920, as

amended, which covers the leasing of oil, gas, coal, sodium,
potash and phosphate underlying Federal lands, and to
submit a report thereon with such advice and recommendat ions

as it deems appropriate.
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As provided in the Articles of Organization of the
Council, this letter was slse considered at the meeting ﬁf
the Agenda Committee held on September 28, in Washington:}
D. €., at which meeting it was' unanimous ly agreed to
recommend to the Council the appointment of a committee to
.study the problemn outiihed iﬁ the Secretary's letter and,
w;thin the framework of the Couhcil's pfoper functions, to
make recommendations to the Council regarding a sound poiicy.
affecting the common and diverse interests of the oil and |
gas industries, the mining industry and the Unifed States.

"Respectfully submitted, A. Jacobsen, Chairman,
Agenda Committee."

I move the adoption of this report.

MR. JOMES: ¥ second the motion{

CHAIRMAN HALLANAN: You have heard the report
presented by the Chairman of the Agenda Committee. Xt hés
been moved and seconded that the report be adopted. Is
there any discussion? ‘Any remarkse? All in favor of the
motipn indicate by saying "aye'; contrary, "mo". The
requt is upanimously adopted.

May I at this time now call upon Mr, Endacott,
Chairman of the Committee on Oii and Gas Exploratory
audIDevelopment Requirements to‘eubmiﬁ a progress report
from tﬁat committee.

Mr, Paul Endacott.
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REPORT OF COMMITTEE ON OIL AND GAS
EXPLORATORY AND DEVELOPMENT REQUIREMENTS, 

MR. PAUL ENDACOTT: Mr. Chairman and gentlemen of
the Council, as the Chairman has said, this is strictly =a
progress repert. The assignment to your commitiee was to
determine.the minimum requirements of manpower and materials
for exploration, drilling and prod@ictionm, and all of the allied
services related to these activities, and for 195? rate of
driliing and 10‘per cent above that.

We héve-found oui that is rather an all-e¢mbracing
assignment. However, we will have the final report for the
next meeting of the éouncil. A great ﬁass of data has been
assembled, and it has boen forf nate that this assignment
was made at this tine, bécause the committees that have been
working on thelproblem have found much information
available which might not have beenr readily available through
the various agencies if we had delayed this for any
considerable length of time in the future.

The procedurs to go aftexr this assignment was
somewhat_difficult to tie intd, but we decided finally to
utilize as much as poszible the work of the previous
Manpower Committees and the Materials Committees. So the

work hag been divided into two main parts under Mr. Vandeveer,

' who was previously im charge of the manpower, and under

Russell Brown, whowas previously in charge of the materials,
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and subdividing each one of those committees into three
divisions of the industry =o thaf we woulé@ have exploration,
drilling and producing operatioﬁs, all the way up to the
lease taunk.

One of our big problems has been trying io
decide just how many of these seemingly hundreds of allied
services should be ipnciuded in this study. We have been
delayed somewhat because there has been no basic information
developed for the exploration branch. That subcommittee work
has had to be built up from the ground, because there has
not been an adequate or a dependable analysis of the manpower
and material requirements. The comnmittee is trying to get
out a report which will be useable for different levels of
opérations so that you can adjust the basic data ﬁo acconmo-
date any situation which may prevail if the information ever
be needed,

We are véry open right at the moment for
suggestions from any groups or individuals, because we
expect in about three weeks to try to buttonm up-all this
mass of information that has been assembled. I 'think you
are aware of the fact that we have not sent out a large
number of questionnmires to the imdustry. We were
fortunate in being able to do much of this work throﬁgh
trade associations, and through the PAD records.and in

some cases we have had to make sample analyses by segments
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of the industry..

When we arethrough, we hope there will he sometping
there that you can usé, and we promise we will have a final
report for you at the next meeting.

CHAYRMAN HALLANAN: Thank wou very much, Mr.
Bndacott. We will look for the final repori to be submitted
at the next meeting of the Council.

Pending the arrival of Secretary McKay, who hag
indicated that he will be with us at 11 o'clock this morning,
I wish to move now in the aganda to Item 7. May i call on
ét this time Brigadier General Alfred H. Johnson, United-
States Air Force, Chief, Office of Petroleum Progfams, Office
of Assistant Secrétary of Defense {(Supply and Logistics),
and Chairman, Joint Petroleum Committee, to‘discuss the
matter of military petroleum ;requiremenfs.

MILITARY PETROLEUM REQUIREMENTS

BRIGADiER GENERAL ALFRED H, JOENSON: Mr. Chairman,
mnembers of the Council, it is always a pleasure to be with
you here at these meetiﬁgs.

I kave very little to dispuss‘in_the Qay of

' reqpirementé.' Commander Major, repreSéntiﬁghthe purchasing
agéncy; will go into those ip some detail. As far as I am
concernéd, i am informed that industry is satisfactorily
meeting all our requirements at the present time.

A review of therKorean,requirements might be of
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interest to some of you. A recent analysis indicated that
in the field of aviation gasoiine and jet fuei, following
the Armistiée, there was ﬁSlight'drop in consumption,. Iﬁ
motor gasoline and diesel fuel the copsumption stayed up.
In Navy special fuel oil, there was a slight drop. The
biggest drop was in aviation gasoline and jet fuel, immadiatély
following the armistice.-

1 believe that represented a sort of rest period
for the boys. There was no wholesale removal of troops
from the area so we did not get the large increase in transport
requirements that might be expected at a time like that.

Following the drop in aviaticn gasoline and jef
fuel, they started building up agaiﬁ after about six to eight
weeks, although they have not yet remched the high point of
consumption previocus to the armistice. Jet fuel consumption
for the forward periods is estimated to be about the same
as it wés prior to the armistice. Aviation gasoline estimates
for consumption in that area are somewhat less than they were
af the peak requifements.

Throughout the rest of the world thefe has been
no change to amount to anything. Aviation gasoline
consumpiion has risen slightly'since‘we met last, and jet
ifuél is continuing to rise rapidly.

Within the Departhent of Defeﬁse, we have had

quite a reorganization with the appointmenf of several
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Assistant Secretariés under Secretary Wilson and Secretary
Kyes. Secretary Thomas is néw Assistant Secretary for
Supply and Logistics, amd it appears that office will carry
on many of the functions of the Munitions Board in the- field
of petroleum. The QOfflice of Petroieum Prpgrams is in the
Assisiant Secretary.for Supply and Logistics' office, and it
.is anticipated that the function of thé petroleum'will
remain in that organization ané will probably represent all
the segments of the Secretary'bf Defense's office in
petroléum mters, and will be consulted on policy-haﬁd
planning matters pertaining to petroleum which come before
the Secreéary of Defense for consideration..

Certain operational features that were carried on
in the Munitions Board, Ofifice of Petroleum Programs, are
now being transferred or are under comsideration for fransfer
-to the éurchasing agency in lire with the Becretary of
Defense’'s policy of reducing the staff to the béréessentials
and confining their activities primarily to planﬁing and
policy matters .

In that connection the Armed Services Petroleum
Purchasing Agency will take on’some‘of the operating functine
and more of the ¢ontécté with the industrf that were carriéd
on to some extenﬁ in the Offipe of Petroleuﬁ Programs .

In our relationship with the Petroleum Administra-

tion f@r Defense, we have continued in close liaison working
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in day to day contact with the Petroleum Administration for
Defense in our mobilization planning and our.petroleum
problems‘fhat we have in the Department of Defense. We are
most anxious to retain a working‘organization of that type.
As you kﬁqw,-the Petroleum Administration for Defense took on
many of the industrial plaoning functions and mobilization
studies which are so essential to a mobilization planning
conducted by the Department of Defense from a strategic and
operational point of view. It is necessary that some
organization be generated to complément the purely strategic
‘and operational planning functicms of the Department of
Defense.

So we are qguite copcerned with the possibility

of the #issolution of the Petroleum Administration, and the
setting up of an organizatbm which can be of sefvice to us
and heilp us as the Petrolqum Administratiqn has helped us
in the past. We are sort of reluctant to see the possibility .
of its dissolution, as wes mentioned here. I hope that if
it is dissolved, that some sort of military petroleum
advisbry-board or council will be organized within the
indusfry S0 that'we can benefit by the édvice and judgﬁent
in our planning in the Depértment of Defense, and im our
relatioﬁship with the other executive agencies of the
government .

Ope other matter is that there is a possibility -~
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in fact quite é probability -- that prior to the next meeting
of the Petroleum Council thgt they may see fit to transfer
me to other activities within the Department of Defense,;and
I want to express my personal appreciation for the help that
indusﬁry has been to the functiocning of my office and the
valued advice and counsel I have receilved from the Council
here, thé Petroleum Administration for Defencse, and the
individuals making up the Council in industry.

My two year touf which is a normal tour con the job
that { have had ends in November, and i expect fhat a general
of ficer from the Army will take over for me, and I am sure
he ﬁill receive the cooperation and adyice Y have. Thank
you very much, (Applause.)

CHATIRMAN HALLANAN: General Johnson, I am certain =
I express the unanimous sentiment of this Council that we
shall regret to see that happen. It has been a great plasu?e
and opportunity to cooperate with a great military leader,
and we are pleased to have had the chance to wgrk with yqu"
as yvou have worked with us. God bless you and take care
of you, and giﬁe you the best of everything. ‘(Applausé;)

MR . ALTON_JONES: Mr. Chairman,.the concern that
the General expressed about the discontinuance of PAD is
not quite serioms. Neither Mr. LaFortune nor the Secretary
wou ld consiqer the discontinuance of PAD until appropriate

machinery had been set up in the Department of Interior to
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carry on such functicns as the Department should Bave in
coordination with the Dopartment of Defense. 1 am sure that
Secretary McKay and Mr. LaFortune in making recommendaticns
for a modified Pﬁﬁ, will take into account the full require-
ments of the military. I think those of us who have
struggled with this problem of inter-departmental relatiouns
with the oil industry =11 agree it would be a serious mistake

to ever gee ug go back to the old situation where the

petroleum industry had to do business with 47 departments

—

of governmment. That wes the condition which prevailed aﬁ

thg time of the outbrealk of the second WorldWar or shortly

théreafter. I think we have all found it much more

CDnvenieny to clear up problems through Interior or PAD, as.

we have come to know that divisiocan or Department_of Interior

through which we work, 1If and as the time comes. to

discbntinu; or diminish the actiyitieé of PAD, apprbpriate

arr;ngements will be ma@g to reactivate the Oil and Gag Division

and the-Military Advisory Board, which Bruce Brown serﬁéd

on and was Chairman of for = long period of time in the

interim lptween World War il and ' I1II which we still hﬁve on.

S0 I think the Genmeral need not be concerned, Mr. Chairman,

about that phase of it. .
MR, BRUCE‘BROWN: In view of the personal reference,

It agree with eVerything'he spid. We have a whole new crop

of younger and more vigorous and gmarter guys. We can get a
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program man so that Stewart Coleman won't have to work again,
and we can get a chairman so I won't have to work again.

Just bear in mind that the PAD will ﬁave to
povide the next Military Advisory Board.

MR. ALTON JONES: 1In rebuttal, I want to say that the
Comnmittee on Personnel will attend to this matter

CHAIRMAN HALLANAN: I have every reason to helieve
that when Mr. Jones s5aid the commiftee will do that, thét
he wmeans exactly what he sayé.(Laughter)

The matter of Military Petroleum Procurement,
nmay I present at this time Commander Samusl ﬁajor, Diréctor
ofthe Purchase Divisioﬂof the Armed Services Petroleum
Purchasing Agency. Commander Major.

MILITARY PETROLEUM PROCUREMENT

COMMANDER BAMUEL MAJOR: Mf. Chairman and gentlemen,
firgt of all I would like to express the regrets of a
Colonel Brown, the head Qf our agency, in his inability to
be with us today. ASPPA always welcohes thé opportunity to
pargicipate in these meetings where so many items of benefit
to industry andg ASPPA afe beUght forth. We fiud it very
helﬁful, too, to present -to you our petroleum picture, _#%“3
particularlyinlconnectiou with meeting the problems that wé‘
have had to face in the past few years,
For the first time in severalyears, our probiems

seemed to have been woll resolved for the current picture.
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The Navy specialfuel oil situationthat we faced two years
ago, and the jet difficulties of tast fall are no longer
with us. Even the chronic trouble maker, the supply of high
octane aviationm fuel; has been met for the first time,-and
we are satisfactorily covered for the period ending
December'SI ofrthis year,

1 wish ﬁo emphasize, though, that is our current
position and does not necessarily reflect a satisfactory
situétion for the entire fiscal year through next June, Sone
have expressed concern that military requirements would be
severely.curtailed, particularly ip the high ocpanejfield.
Actually in the second half of this fiscal year, that is,
ﬁhe period January through June, we intend to purchase
some 3.2 million barrels more of gradé 115 aviationgasoline
fhan we have purchased during this first half year.

Accordingly, you can see that then we may not
feei confident that those reqguirements will be met,
particularly in view of the recont removal of PAD Order No. 4,
the full impact of which we have not yet been aﬁlé‘to observe.

| ASPPA concurred i. the removal of that order,
however, becauéd'of our more than sufficient coverage at the
current time, and because of our feoling that 1ndustfy can
meef our requirementsxeven though they will be increased

substantially.

You may question, perhaps, why.it is that we have
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this uneven distr;bution'in our purchase of high octane
{uel between the firsgi half o£ thig year and the second half.
This'ié-principally cccasioned by iatk cf storage to permit
the departments to make 1iftings in the amount which they
require, ‘Fortunately, in the next six months we huve about
five millionr barrels of additional storage that will become
available to permit iiftings ol jet fuel and aviaﬁion gaéoline.

I think you gentlemen will recall that we have
previously reported the seriousness of the lack of stérage-
as one of our prinpcipal procurement problems. We are still
in search of additional tankaée.

In view of this situation which I have described,
and to take advantage pf a@ditionél offeriogs cof high
octane fuel that ﬁay hecome available in the next féw months
and that may therefore ﬁe.possibly applied for our increased
requirements in the second half of fhe year; we have
requested the depariments to divert aviation gas to such
storage as they may préctically dd. We ﬁévG alsd requested
refiners aund producers of aviation gasoiihé to.build up
inveutorieé of grade 115 aviatiou gasoline or in the
alternative to make available toASPPA storage on a short
term contract basis. This would conteﬁpléte our pufchase
néwor in the next few months of aviation gasoline that might
becoﬁe avaiiable for storage by the compaﬁy coucerned,.and

delivered to the military departwent subsequent to January 1st.
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Your support in guch a plan of action would be greatly
appreciated, and would be of mutual beonefit to the industfy,
of course, and to ASPPA, .

In concluding, 1 would like to0 express my appreéia—
tion to PAD and to the members of the Council for helping
us meet these billion dollar requirements of the world's
targest oil customer. Like Geperal Johnson, I am sure we
can count on your cqntinued support. Thank you, (Applause.)

CHA IRMAN HALLANAN: Are there sny qhestiﬁns?

MR, ROBERT E, WILSON: I would like to ask
Commander Major how the second half of the coming fiscal
year demand for 115 compares with the secoﬁd half of the
la§t7fiscai year?

COMMANDER MAJOR: It ig cpnsiderably larger. 1
don't recall the exact percentage figures. The general
incréase for the fiscal year as a whole was a @otal of
nearly 30 million barrels, compared to about 23 millicn
barrels in the last year,

MR. WILSON: 1 was,K going to add that I think the
effort to smooth out the take ig in the interest of both the-
industry and the government.r We have been accustomed, and
you had the problém of the rather violent ups and downs which
has made thé industry look upon the gOVBrnment.as not the
best type of customer. The effort to take the extra

quantiiy this fall in preparation for next winter and Spring,
' §
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I think is quite commendable. I hope the industry will look
geriously into the problem of helping to provide some of the
storage.

Rumor has it that a good many of our tanks are full,
too. I think wé oughﬁ to do this if we possibly can, even
if it meaﬁs stopping making sbme’other,things.

One other advantage in storage at the refinery
is that you can mové it out and-eaéily turn over your stocks,
more easily than you can 1if it gets iﬁto milita:y storage
where it makes a double handling. If you store it at thé
point of handling, you can ship the oldest material all the
time and work it through, whereas if it gets out to dead
storage at a milltary installatipn, either you let it stay
there mayﬁe too long, or you have a double handling in . order
to turn over the étocké.

MR. MAX W. BALL: What is the magnitude of the
storage that you are talking about?f Can you give us a
gemeral idea of the overall magmitude of the storage that
will enable you to do what you want to do?

COMMANDER MAJOR: I would say approxXimately a
million barrels. df'course, that depends on fhe pfoduction‘
The main thing we want 10 do 1s tohbe abie to take advantagé
of additional offérings of aviation gasoline, rather than
tufn fhem.down now and not be able to get them in the next

half.
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MR. BALL: Do Il undersiand that if you hdve one
million barrels of exntra storage it would do that?

COMMANDER MAJ@R: It would go 2 long way to doing
that, |

MR, GORDON DUKE: Commander, you touched on the-
increased cownsumption for the second half of the current
fiscal year. That evidently has mor e toldo witﬁ.increasing
your storage rather than increased consumption,

COMMANDER MAJOR: That is correct, although there
is an increase in consumption in the figures. The General
pointed out fthat our consumption rates have not changed
from what théy were originaily estimated, except to a minor
degree in Korea. |

CHAIRMAN HALLANAN: Any other questions, gentlemen?

(No response.)

CHAIRMAN HALLANAN: It has been very interesting,
Commander; thank you very much,

COMMAﬁﬁEﬁ MAJOR: Thank you,

CHAIRMANVHALLANAN: Gent{lemen, it 1s a great
pleasure now to present to the Council the new Deputy
Petroleum Administrator, Mr. Joe LaFortune, who will take
this opportunity to review the activities of PAD, and to
make other observations as to what liles ahead wifh respect

to the petroleum situation. Mr., LaFortune
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PROSPECTIVE PETROLEUM SITUATION

MR, JOSEPE A. LaFORTUNE: Mr. Chairman, feiloﬁ
members of the NPC, befors reading this little talk thaf 1
have, I would like to take this opportunity to intreoduce |
four members of our organisation who will soon be returning
to their respective companies. 1 wbuld like to héve Mr .,
Rhea Jacksou,‘of Socony, stand.

Mr. Paul Kuhl, Mr. George Gibson and Mr. Art Kuhl.

CHAIRMAN HALLANAN: Will.the gentlemen please
come forward.

MR, LaFORTUNE: These four gentlemen have been
doing a magnificent job.for PAD. They deserve your
recognition and approbation. I would 1like fo have them
stand, and you can do whatever you want, .but I would like
to see you give them a very good hand. (Appiause.)

It is an uncomfortable pleasare for me to be here
tpday. I am happy to have for the first time the chance

i .
tb meet all of you. Everyone in the industry 6f course
knows about NPC. Everyone I kpow has agreed that‘it‘ought
to continue just as it has now, an advi%ory committee of
experts who are willing to tell the go#ernment what yhey
know, but are never willing to knuckle under to any
dictation. |

Ag far asg I am concermed, this is close tb an ideal

arrangement. We have the government and industry cooperating,
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but we don't have one or the other trying to rumn everything
on its oﬁn. |

The uncomfortable feeling I have comes from the
fact that this is my Ffirst try. at rendering am account of
my stewardship. It is less than three months since 1 took
ovar this job., I can't pretend that I know every detail of
GVerythihg that goeé on in the agency. That, in fact, is
why 1 have made sure that a pumber of experts would be here
with us. I doubt that anyone is anxious to gat into detailed
technical questions, bqt if you do, the pebple are here to
answer them.

I 1like to think I know arlot about the details
of the natural gasoline business, but that does not mean
at all that I know a lot about the details of thisvast and
vaiied industry of oil aud gas, and 1 don'ﬁ want to make up

answers. I would like, though, to giVe you some notion of

 where PAD stands at the moment.

Much depends on what paper &ou are reading, on what
date, of course. As best I can gather, on a giVeﬁ day, we
have nime weeks or nine months or nine years to go. You
can take your choice. For myself, I have no finai answer.

1 sigued on for a full year of service in thié agency, and I
shall be giad to serve that year. If it is necessary, you
will find me at my desk from nine in the morning until 5:30

at night. But I have no way of knowing how long PAD is
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going to be necessary. We are pledged to disappear juétl
as soon as the defense mobilizétion need for the agency
disappears. I think everyone will agree that we shall not
renege on that pledge in any way. How close are we to the
end of the emergenéy on 0il and gas supplies? I can't
answer the question. Here, though, are sowe of the facts of
our presentoperatiods that will let you kpow what goes on.

The most important thing we are temporarily over
the hump on is the problem of aviation gaso}ine. That is why
todayiwe announced the three months susgension of PAD Order

i

No. BL Th& was the order that probibited the use of alcohte
in aviation gasoline, and spelled out PAD's powsrs to
direct the use of all components of aviation gasoline. Just
now we have enough and. more than enough aviation gasoline
to meet all current regquiremenis, milita;y aqd civilian. At
the same time because plate steel has been short, we have
nog begn able to buiild emcugh sforage to provide agaipst
futﬁre expected needs s0 we are out-of balance at the moment.
The only answer was a suspension of our Orderl3 for at least
90 days. During the time we can look the situation over
thoroughly. We are asking all producers and blenders of
aviation gasoline components to continue their customary
reports. If we find that military requirements can be met
with present supplies,.fine. We will then be in a

pogition to eund Order 3 completely. If weé find that we can't
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| meet the requirements, then the military will be asking for

bids im October, and we will have to put Order 3 in effect
again,
/rggﬁ have heard a lot about a possible Guif Coast-
East Coazt pipeiline lateiy. Let me state the faéts about
that as briefly as 1 can,
We recently completed at the vequest of the
Office of Defense Mobiilization a study of the subjacf‘of inland
transportation of dl in case of am all-out qmergenCy. You
don't have to be a geniﬁs to recognize that the countri
can't count on all the present tanker capacity if we have a
war. Too many of the tankers in off-shore operations are
sitting ducks for any onemy submarine. To wany are needed
for extraordinary shipmens of crude or products just as soon
as there iz a théater of war. We have said as a result
- that among other possible solutions, a new pipe line might
be‘of definite benefit for defense. We were more specific
than that, Our proposal is that somehow, some time; the
nation might develop new pipe line capacity to deliver 540,000
barrels a day of crude from Texas to the east coast, 4dD,OOD
barrels a day from the Middle West to the east coast. That
by our calcplations, which aré based on certaiﬁ assumbtibns
the military presented to us, is what is needed. We propose,
then, that the officials_chafged with final responsibility'

ask the industfy for proposals'iﬁ building and finaucing of
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some Such facility. Certainly we don'i wani Lo map out
a possible route, say whét sizo pipe should be iaid,
specify the number of pumping stations tb be built, or
insist that the supervisor in charge at Station X must have
red hair, We want as mucﬁ as pcssible to:hafe thé indﬁstry
éay just what can and will be dome. No one in PAD is deludéd
about this. We know ithat the 1line zhout which we are talking
is not, given present econqmic coﬁditibns and present
petroleum demand, an aitraciive @roposition compnercially.

What we are talking about, because we have a defense

responsibility, is something that might be profitable at the

moment, but certainty should be needed in case of war,

There Willl ﬁe.recognize, ha ve to-be some special
incentive for constructiopn if we are ever goilng to getthis
pipe 1ine. The goveramment is, I know, ready to help
constructiou by gliving acéelerated'tax amortization on the
projecp. If any substantial part of the pipe lihe.capacity
has to be maintained on sﬁandby, it is possible_thaf future
assistance_should be granted. I can make no'fiual statement
about that part of the program. Neither can anyone else
in PAE. This is not after alI'Qur problem in the laét
analysié; We are supposed to be advisors on the prohléﬁs
pf petroleunm. We are not.ﬁhe baple who make fhe coptfolling
décisions. |

1 think it is good that the system works that way.
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Qurs should be the function of_furﬂishing the technical
knowledge, the basic data, and their evaluation,

At this moment, I tﬁiﬁk I can inject the Iefter
I have in my possession from the Executiﬁe_Offipe of the
President. Qffice of Defense Mobilizatiﬁﬁ, pertaining to the
chapter.I just finished. It is addressed to the Honorable
‘Douglas McKay, Secretary of the Interior,

"Déar Mr. Secretary:

"On the basis of recent studies by the Petroieum
Administratibn for Defense, it appears that our present
potential for trénsporting crﬁde 0oil by pipe line isl
substantially short of what we would be required in the
event of an emergency. The addiitional crude oil pipe line
capacity which we will need, I understand, is of the general
magnitude of 500,000 barrels per day from the Guif Coasi to
the vicinity of Lima, Ohio, and about a million barrels per
day from that vicinity to the eoast coast. From the findings
,Of the Petroleum Administraticn for Defense, it is apparent
that timely provision of this additional capacity could not
be achieved if comstruction were to be deferred until after
'the omergency arises. Because of pur regponsibility for
the mobilizatbn,rl should apbreciaté your prompt and active
explorat ion with the industry 6f'what c¢an be done 10 promote
construc?ipn by industry to close'this gap.

. "Sincerely yowrs, Arthur Flemming, Director.”
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This i1s where we stand today on this whole
gquestion. We have continuing probiems in the foreign field,'
of course. Although there are currently no special questions
of inadequate international supply, we have to go on being
informed about what the supply-demand picture is throughout
the free world. Unfortunately, there are no timely API or
Bureau of Mines reports on ithe immnediate conditions abroad,
So we have to do ocur own weighing,.cross—checking and
evaluating of data we got ifrom private operators, diplomatic
reports, the world preoss, other government agencies, and a
nuﬁber of sources. The Foreign Petroleum Supply Committee
under the voluntary agreement of May 1, 1953, is espacially
valuable in this field. There is no other place in wich we
‘can get so much material on foreign operatiocns so quickly
and so accurately. What we learnm we make available to the
Departmgnts of Defenée and State Foreign Opératibns
Adminigtration, the Office of Intermational Trade, the
Central Intelligence Agency, and every ohter interested
government group.

In addition, as 1 think you know, the North
Atlantic Treaty Organization includes a Petroleum Pianning
Commitiee in its operating strucfure} The State Department
looks to PAD since we have the technical knowledge to

represent the United States on this NATQO committee.

One more thing before I stop talking about foreign
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petroleum. I suppose you can‘it mention the subject even
casually these days without referring zome place along tﬁe
line to the questiﬁn of Iran. Forfunately for us, I guess,
so far the question hag been.aimost‘enfirely in the,pélitical
area. Its solution at leasi for now involves no qugstibn-
about, thé adequacy of petroleum supplies for defense, which
is all we are properly concerned with. We,like the psople
in the oil industry, are intemsely interested in what goes
§n internatiemlly. As an agency, though, PAD has not been
“involved im any studies of Iranian supplies or what to do
about them, For the rest, I aupposell could say in quick
summary, that our work sinee 1agt you met hasg been routine.
it has been a busy routine, but not exceptionally exditipg.
With the ending of the Controlled Matedals Plan on June 30,
we have not had the construction progress réports we used
to get pn'pipe 1iﬁes. We Shound have some accurate figures
soon s thouéh,_moré accurate than any available before. At
PAD's feQueét,.the Bureau of Mines has made a study of 311
pipeline mileage as of “ecember 31, 1952. That survey will
be published éhortly. It will go beyond previdﬁs surveys
becaﬁse in addition to fhe actual iﬁventory of pipé line, it
will show the éross mileage of line‘laid with new aﬁd used
pipe, and the mileage of line taken up since 1950, the
date of the last survey.

We hope to see this kind of comprehensive study
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made every year or two in the future. Meanwhile we have‘
been discuséing with the (Qffice of Defepnse Mobilization new
géals for pipe lines and for storage during 1954 and 1955.
We are thinking along the lines of one million tons of line
pipe a year for oil ilines of all‘types. That is the
equivaleﬁt of 7250 miles of 18 inch pipe. We are talking
also about a possible goal for cil tankage construction in
each of the years of 75 miliion barrels capacity. A1l of
our goals now are, of course, established, noﬁ.for materials
allocation, but for the determination of needed accelerated
tax amortization,

These rates of construction are slower than those
PAD set up in the original ﬁajor expansion goals approved
in April 1952, which were intended to cover an 18 month
period %o the end of this‘year; But they are above the
actual copstruction raites we have registeréd so far since the
first goal was established, |

Our natural gaé liguids, in which I am particularly
interested, there has been discussion of a program goal fpr.
a total capacity of 1,280,000 barrels a day by January 1956,

Gentlemen, at this time I think we have aiready
reached it from the results that I know exist in fhe fiéid..
That is a substantial figure for something people thought.of
only 20 yearé ago as a byprod&ct, and sométhing of 2 uuiSance;

But we are confident in the agency that the godl can be met
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if finally approved.

In refining the imdustry lags a little in
construction of programmed new capacity. We set a goal'for
8,300,000 barrels a 6ay of crude capacitiy by dJanuary 1, 1854.
it seems now that we will have only 8,100,000 barrels.
Things are looking up for the future, though, Our goall
for the baginning of 1855 is 8,500,000 barrels a day. It
seems we will come within 100,000 bharrels a day of hitting
that target.

For gpecialized products we are doing I would say
petter than anyone expected. We think the goal on
prnduction of benzine will be met easiiy. We are pretty
gure that the goal or production of toluene will be exceeded
and we hwe decided that the.capacity for lube oils is
satisfactory, especially if there were an emergency we could
stretch the existing capecity by adjusﬁing specifications
on some products for civilian use.

We have rezlistically to recognize that economics
is'a factor determining drilling.rates now that the
contrpllad matarials plan has been emded. Our studies
indicate that at least 48,500 wells will be completed in the
United States during the year. That will be a new all-time
high for industry. Taking it all in all, I think the
picture i§ an encouraging one. PAD ig not workiné now at

quité the jet gpeedd it had to maintain in the past. Thq‘
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time was when there were wmore than 350 people in the
organization. As I understand i%, every one of them was
essential. As late as July 1lst, we had 75 salaried
emplbyees and 18 of those without government compensation,
men who have dome so much to help the agency. Today we-
have only 57 salaried workers and 14 without compensation
and our‘Salary budget is down to roughlf $400,000 a year .
That salary figure, incidentally, is a major
part of the $447,500 PAD budget for fiscal 1854, less than
a-third of the sum which we once we wofking wiﬁﬁ. But small
as it is, by comparison with the past, it still represents
almos@ 90 per cent of the total fupds appropriated by
Congréss to the Intérior Department defense agencies this year,
To me the déciéion of the BSecretary of Interior
" made om the final division of the funds represents a vote of
confidence in the agenecy. It 1s a vote that I very much
apprgciaté. It is rewarding and satisfying experience to
work with PAD and the entire devoted stﬁff. That much I am
sure of even after spending as little time as I have here.
I esﬁecially enjoy wor&ing with Secretary McKay;
ﬁy boss. He is my kind of people. Back when he was 13,-Doug1as
McKay began to work after schooi-and on Saturdays to help
suppﬁrt his family. He delivereﬁ'papers. He drove a butcher
wagon, He was a meat cutter in Portland, Oregan, and during
thé supmer he worked on a farm. He has come a long way since

i
1
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then, on through cdliage whee he worked for his tuition,
through service in Worid ¥ar I, when he was badly woundeéd,
through the‘haré strugzle of setting up his own automobiie
business. He even took one flyer in the petroleum bhusiness,
though 1 am afraid he doesn't particularly love us in the
industry because of the tough proposition he ran into there
on profit margins. Finally, he went intolpolitics, and here
he is. I am delighted that he is here. He has proved
sympathetic, understanding, knowing., Whatever the future
of PAD may be, I am sure it is in safe hands as long as
Dpuglas McKay is Petroleum Administrator., Gentlemen, I thank
you. (Applause.)
CHAIRMAN HALLANAN: Mr. Spencer.
[’//‘ MR, P. C. SPENCER: Mr. Chairman, I am sure we have
all enjoyed and benefited by Joe LaFortune's excellent
report. He has ome item in there, however, on which at
Some‘appropriate time ?erhaps later I would 1like to talk
about as Chairman of ihe Traﬁsportatipn Commit{ee,
CHAIRMAN HALLANAN: I thought we might defer
~discussipn of the matters brought up by Mr. LaFortune
until after we have heard from our distinguished guest, if
thét is agreeable,
Gentiemen, we are delighted here this morning to
have Secretary McXay join with us., It has besn four months

gince we were last here. You have had planty of things to
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do in the wmeantime, I do want to call your attention, Mr.
Secretary, if I may, to sowe of the remarks that were madé
here this morning in velation to PAD continuing, feeling'
that perhaps we were couming down to the point where the
emorgencies that were associated with PAD would no longer
continue, and that we might look forward at some time in the
reasonable future when PAD could be disselved. But there
is manifest here a very upaﬁimous opinion that when that
day does come, that we should desire to revert to the peace
time organization of the Oil and Gas Division, and its
close working association with the National Petroleum Council.

Mr. Alton Jomes, in his remarks this moruing,
called attenti0n to the fact that prior to World War I1 that
the petroleum industry was dealing with 47 different agencies
of the Federal Government; that very largely has been
remedied by the concentration of activities in PAD and in
the 0il and Gas Division.

1 wanted you to know that we want to continue
this cooperative work that we have had. That is the overwhelm-
ing opinion of the industry. Whenever the time comes to
dissolve PAD, that is a matier of determination under all
the circumstauces that may exist, but we are delighted to
worlk with you. We have had a fine experience with the Oil and

Gas Division and with the PAR, At this time I want to present

-

yfu #d the Council for such remarks as you desire to wake.

." l
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(Applause.)
REMARKS OF HONORABIE DOUGLAS McKAY
SECRETARY OF THE INTERICR.

SECRETARY‘MCKAY: Pregident Hallanan and gentlemen,
thank you for that very cordial veception. I want to say
very bri;fly it is & pleasure tbxbe here, and it is a
pleasure to welcome you to Washiugton. I know nothing about
the petroleum business. Even by Joe's biography I don't
know anything except as a peddier. I did have the distinction
at one time of being a service station operator. You are
right. There is no money in it. You have the big volume
rugsh and you and a hard working wife both work 18 hours a
day. A1l I wanted was to park cars for my business, so I
keﬁt it as long as 1 could. I am looking forward to the
time when 1 can‘go back to'tﬁe automobile business. I
didn't sell that when I came to Washingfpn. 1 could keep
that , Some things you can't keep in Washington as a member
of the Cabipet, such as stock in General Mot?rs: ’

I was very much impressed when I céme here with
the fine 0rgénization that the Department haa in PAD, i
thought it was an outstanding example of cooperation between
the Federal Goverpment énd business, Being;a.businessman
Tmyself, I don't‘like any government stickiné their nose in
my buéiness too much. But in times of emergency like the war

or the so-called police action inﬁKorea,‘which is stil?! a war
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to me, there must be some gffort of cooperation on the
vital defense strategic materialé.

1 feel the same as other people, that as soon as
it is possible for government to get out of business, we
should do so. However, thaf is largely in the hands, as
far as continuing sone kind of organization, of the iﬁdustry.
¥e don't want to d;ctate t0o industry under any circumstances,
We have some good pecplo assigned to the Depariment of
Interior today frqm business and indusiry. On my right is
Félix‘WOrmser, who has speat his lifetime in the mining
businesé. I hope he kﬁows a little about oil, too, having
studied geology. He is well known to youpsople, and the
miners throughout the country.

We have Ralph Tudor, Under Secrefary, who has
spent his lifetime in.engineering both in the Army and as a
civilian. I think there is no} a better man any place to
s5erve as Qnder Secretary than Ralph Tudor, with hié vast
administrétive experiance, as well as his engineeriang #bility
in his own right.

Ve hafe‘Fred.AndahI, three times Governor from
North Dékota, running power agd wate?.

We have Warren Lewis, a distinguished lawyer from
Arizona, who knows Indians and the land and the West.

I think we have alvery fine working team in the

Department of Intericr. I just want to assure you of our
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continued interest in the petroleum industry. As a matter of
fact, I am leaving tomorrow to go up to Philade lphia and
Maine, and I fly dowr on Friday to take in the Bose Fostival
in Tyler, Texas, and spend a few days with the varicus staft
mabers, including Felix and Joe and some of the other
technicians in the Department.

In the Gulf area, we are going to take a look at
some of the things out 1in the Gulf, out on-the Continental
Sheif, whicﬁ everybody agrees belongs to the Faderal Government,
There is a litt1s argumedt about the historical limifs, and
some of the states have seen fit to sue us on that. Anyway,
we will take a Iobk , because I have never seen those
.0perations in the Guif, and will try to learn something about
the industry at first hand.

| We will be dealiipng with the industry and
pegotiating and handliipg oil leases on the Continental Shelf.

I don't wanut to take too much of your time. 1
brought a distinguished guest today. Waiter will introduce
him with a few words. Before I sit down, let me say this,
Always feel perfectly free to discuss any problems you have
with the Department. ALl of our staff are willing and |
anxious to'worklwith vou because if we can't.be of service
to the inéustry, we ought to get a new crew.

It is a pleasure any time to hear from you, either

critical 6r praise. It is seldom we get any praise excéptl




47
when we are dead. In the meantime don't be afraid to
criticize us, because we a&e very well used to that. We
get it every day and we don't get oﬁr feelings hurt.

My opponents say 1 am iﬂ charge of the give--away
program for thé_administration.r I want to assure you we woh¥t
give away anything. You fellows in the o0il companies will
find‘that out when you deal with us. All we are doing‘is
giving it, back to the-people where it belongs. Thinks,
gentlemeﬁ. '(Abplause.)

CHAIRMAN HALLANAN: Thank you very much, Mr.
Sacretary. |
| Genflemen, it is a great privilege tphave a
distinguished American with us this morniung, a man who has
been receﬁtly called to Washington as an advisor to the State
Department on matters of foreign oil problems, a man whose
name begets confidence. I take great pleasure in presenting .
to the Coyncil Mr, Herbert Hoover, Jr.

ﬁ REMARKS OF HERBERT HOOVER, JK.

MR. HOOVER: Mr. Secretary, Mr. Héllanan, members
:of the ﬁafional Petroleum Council,.l am glad to have this
opportUnity fo join ymat this meeting, and before you Jump N
on me in regard %o the Ifahian sitﬁation, 1 would like to
say a coﬁﬁie of words first, because I know. that may be
uppermosf ;nﬂyour miqu wﬁen 1 sténd here to talk to yeou,

There are probably, and probably will coniinue to
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be, innumerable rumors about this situation from now on
for probably many months and even for years. But any
speculation on the type of solution that may ultimately be
roached is certainly nawarranted at this time. Few
situations today involve such a2 variety of complex forces,
sconomic, politicai, lagal, strategicland emotional, as
that one. Furthermore, they have been building up over a
long periecd of years. It is going to take many months of
hard work, and perhaps even years, to reconcile the many
divergent points of view that are involved.

Again, thank you for allowing me to joim you.
(Applause.)

CHAIRMAN HALIAWAN: Mr. Hoovexr, we are delighted
to have you here, and we hope that you will come back at
our noxt meeting and gZive us a reporti as to what may happen.

Mr. Wormser, the fissistant Secretary of the
Interior, is with us this morning, and at this time i
desire to present the Assistant Secretary of the Interior,
Mr. Pdix Wormser,

REMARKS OF HONORABLE FELIX WORMSER
ASSISTANT SECRETARY OF THE INTERICR.

MR, WORMSEK: My boss, Secretary McEay, Mi.
Chgirman, friends, again it is a pleasure to be with you.
Joe LaFortune early this morning told me, he said; "Felix,

this ig our first Council meeting." I said, "Joe, you are
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wrong. 1 am é'veteran. 'Thié is my second meeting." As a
matter of fact, I hope I will be privileged to attend ali of
them,

The 0il busivess, which is, as you have heard, a
new thing to me, I axr delighted that I have had such
wonderful cooperation, and so many of you have téken the
trouble to come to my degsk and discuss your problems. I am
iearning fast. I am looking forward‘to this trip which
the Secretarylms ocutlined to you that we will make next week
to the Gulf Coast, to see now you get oil from under the sea.

'Thét is just paré of the education, of course, but
behind it all is a sincere desire of the Secretary and of the
Depaftment to cooperate with you as ¢losely as paossible.
When fhe Secretary spoke to you a few minutes ago, he did
net, unfortunately, reveal everything. He hid_something
fré& you, and I feel it is my duty to let you in on the
secret, namely, that he has brought his horse to Washiugtop.
and given up his Cadillac. That may look like =z tempérary
desert;pn of the pstroleum industry, but I can assure you
from my intimate conversations with him that he is one
0of the best friends yoﬁ have. Thank you, {(Applause.)

CHAIRMAN HALLANAN: While these distinguished
representatives are with vws, Mr., LaFortune has'arraﬁged
for the presentation of a picture, "It Never Rains Oii",

which is an interesting story on the screen, and Secretary
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McKay has indicated that he would like very much to see it,
and others here, and I think a2t this time we may go into
recess to see this picture, which takes about 18 minutes to
présent. |

But in the meantime I want Mr. LaFortune to give the
history of the picture and the background of it with which 1
am not familiar.

MR, LaFORTUNE: Yes. The idea back of it was
presented by Ray Miller of duPont. He sold duPont on the
idea of spending $100,000 in Hollywood tc make up this movie.
I think you are going to enjoy it. The film will be
available to anyome that wamts it. I understand that the .
cost will be only $60. So that is duPont's contribution to
the o0il industry. |

I thiok you will all enjoy this brief movie., It
can be shown in colleges and in high schools and shown with
interest, beéahse it is made up that ﬁay. You will agree
with me that it has fine posSibiiities for our American
?e?roleum‘lnstitute to utilize this film wherever thsy think
itjcan do a éertain amount of good for our industry; I think
that it is fine for all of us to see it. Actually we don't
need it, but we should see to it thét it reaches thé‘mass ofr_
people. That isg where it wili do the greatest amount of googd, -
education aldng the right line. Thank you ﬁery;ﬁuch.

Showing of film "It Never Rains Oil"
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CHAIRMAN HALLANAN: Mr. Spencer, the Chair now
desires to recognize you to discuss the report éf Mz,
LaFortune. |

—

j_fﬂ/_ MR, P. ¢. SPENCER: Mr. Chairman and geutlemen, I

have no desire to_prolong this meeting or make a2 spesch, I
doﬁ't think what 1 have to say is that important. Our good
friend Joe, in the coﬁrse of his report, brought up a subject
which I think is of exireme importance to every member of this
industry, particulariy, amd also it is of great importance to
our nation, iudqstry security, and national security, and
that is the queétion of necessary atandhy facilities, and
how to provide them.

I am sure what Joe had to say was given to us as
a matter of information. Aga;n I would not say anytﬁing
here except as Chairman 'of your Transpbrtafidn Comnittee L
didn't want to be placed in the position of being estopped
at some later date by my silence of today in objecting or
protesting some plan for standby facilities which I or my
committee might not agres tb.
- I think the‘ﬁubject is of tremendous importancé
and concerﬁ.  It is to me personally, I tried to do somethbing
about it =a jear ago. Over a year . ago I spokse before the
Natiomal Petroleum Associatien on this subject of the |
petroleum guns and petroleum buttgr, I don't pretend tﬁat I

found any solution to the problem. 1If I did anything, I
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think I did perhaps accomplish something in defining the
~terms and the issues‘involved in providing petrolesum guné
and petroleum butter.

l.If'we can arriverat a definition of terms and
definition of issues, we at least have made some progress
for the argumenf fhat is to ensue.

Now, about this proposed pipe line, the product
pipe line which is to start somé place along the Gulf or
Texas, and go to Chio, and then to the Atlantic Coast, as
of today, without being engaged in a war or in any great
defensive operation, I think we need this pipe line as much
as I need a fifth or sixth or seventh wheelto my automobile.
We have, I am sure, adeguate supplies of all petroleum
produqté on the Atlantic Coast, and I think most of you will
agree with me that they are too damped adequate inmany
respects.

As to what our wnoeds may be for a products pipe
line that can carry from 500,000 barrels per day to a mill}on
barrels per day in case of war emergency, I grant all
respect to our experts, but in the end only time will
determine‘whét is necessary at that time;

I want to say this, that asrimbortant as standby
facilities may be in the petroleum industry,.even nore
important, gentlemen, is the good heélth of our iqdustry.

The surpluses in our indufry are an anathema, as. you kmnow,
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‘That applies to all industry, but I think we are

éarticularly sensitive to it, or at least I feel that way
aboutit. Surpluses not properly handled or controlled afe
aﬁ anathema., They have a way of destroying price
atructures. They have a way of breaking down progress, and
they can‘degtroy an industry, Itucertainly would be a
tragedy, gentlemen, to attempt to protect our natiepal
security by buildinog up standby facilities which in the

end make the indigry so damn feeble, it cﬁuld not do the job
in any event. |

I ém talking partiéulariy hére about standby
pipe line facilities. it applies with equal force tb
standby tanker facilities, standby refining facilities,
sfandby storage, and if you please, standby produétion. It
applies aii thrbugh the line.

I am glad the subject came up, because I want to
make a suggestion to our friends from the government here, -
from the Depgrtmeut'of the interior and the Departiment of
Defense. For God's sake, if we are going to go ipto tﬁis

thing, let us go at it in a realistic fashion. Let us have

~a study and ipvestigation of this whole subject to see how

it can be done without killing the goose that laid the goldén‘
egg. That is the danger. 1 don't know. I am a rank amateur
as a strategist in war or logic, but it seemed tome

perhaps somebody told me that the greatest cushion in the
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world for petroleum reserves is in the e¢lasticity of
and the flexibility of civilian demand. Take it away from
them, if we are going to have war. I think that is onme of
the many troubles with our Korean episode. We tried to have
butter and guns at the same time, We tried to make weT
comfortable and convenient for civilians. 1 don't think that
will ever work unless we are going to make war a procfession,
and 1 hope that never comes to pass. War should be tough.
We should cut back the civilian demand. I think that is
the greatest.cushion we have.

There are sonme special'prcducts in aviationrand
others where you don't do any good by cutting baék the civilian
demand. That we have to takecare of some way. But my God,
we don't pneed a pipe line that will carry a half millién
or million barrels tc the Atlantic Coast for specialties,

No, we don't need that.

I used to be a lawyer in bygoﬁe days., and I-ceased to
have any connection with the legal fraternity at all. As a
matter of fact, when I assumed my executive position, I
cancelled all the_bpinions and rulings I put out because 1
didn't want to be bound by any such damn npnsense. So I
am not a lawyer any more. I am trying to be a practical
executive on this job. Ths may not be the appropriate forﬁm
for diséussion of how to provide guns and butter in this |

peyroieum industry and still maintain the good health of the
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industry. But my goodness, if it is not, let us find an
appropriate forum sﬁme place, because it is vital,

I would suggest to you gentleomen thaﬁ have
obligations and responsibilitiés on the govaernment side of
this, for goodness sake before you do anything that is
iormidible or substantial, let ué think it out and let us not
go off half cocked on products pipe lines, ovef capacity in
refineries or anything else.

Thank you very much. (Applause.)

MR, ROBERT E. WILSON: Mr. Chairman.

CHAIRMAN HALLANAK: Dr. Wilson.

l@i;_yggggu;ix would like to add a little to those
comments. 1 think if we could ﬁe reasonably suré‘that_the
fhing on which we are going fo be shprt'in the next war wés
petfoleum transportation, we wouid find.it very hard to
put up a sound argument against it. But it seems to me
that is very far from being assured, .There is a great
tendency among both military and civilian strategists to
assume‘that_thg patterh-of the next war'is going to bg a
good deallthe same ag the‘pattern of the last war. 1If.
history teaches us anything, it is that that i1s not true.
Germany.was a.great submariﬁe nation. They expeéted fo wig
the war by the use of.their submarine arm, They
qoncentrated on our.tanker shipping and we did have

desperate need for those pipe lines in the last war, I think
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I know a little about the Russian tactical situation and I
am confident that they are mot‘relying_largeiy cn long
range sukmarines disrupting shipping to win this coming war.
They don't have the submarimes, but they do have something
else which is a much hetter'attack on vital manufacturing .
centors than the submarines @var were on the_transportation
cperations in the last wazx.

We have in our r2fineries almost the bhest target
that the Russians could aim at with hydrogenlbOmbs or
atomic bombs or anything of that kind. Thef@ is tremendously
greater gdanger that cur shortage im the coming war will be
of refimery capacity than means of transportation because
atomic bombs are too vgiuable to waste on individua; gships
and they could not do enough damage to a pipe line or oil
field to hurt it. But they can concentrate om refineries
and probably will, if Llhe Russiamns arg as smarit as some people
think they are. Actuaily 1 don't think they are too smart
at times, but they.migﬁt realize that would be a vital spot
to hit us. I think it wnulg'be a tremendous wistake for
us to try to build up iwn this couﬁtry.and stand idle the
tremendous number of thiﬁgs!that you canp concéive-that yvoiul
might need if bombing starts. uﬁut I certainly do not think
that the thing we are going to need in the next war is
primarilyrtransportation facilities. 'if we are, the type

of transportation facilities to have is fiexible transportation
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facilities, not facilities that run from the crude oil
fieiés to a refinery that is going to be bombed oui on the
first time or to a ferminal of something of that kind, but
relatively old tankers that have a few years of uéefulness-
left which might be stored away and made available for such
a time, and would have the Zlexibility to go wherever the oil
iz to wherever the oil might be needed. Awnd nobody is
smért enough to say what that is.l

I don't think this has Dbeén thought.out. 1 think if
we stért building up all the facilities we might lose in
the eveﬂt of an atohic attack. The country will be
baﬁkrupt long before we get attacked. (Applausq.)

MR. EUGENE HOLMAN: Mr., Chairman. :

CHAIRMAN EBALILANAN: Mr. Holman.

MR. HOLMAN: I would just like to add a few

remarké in additien to those that have been said already.
In apy planned qperation, whethef it is miliﬁary or
business or anything eise, the soundness of ﬁﬁat depends a
greaﬁ‘deal oh the assumptions madé;l.What I ﬁould suggest
that'doe and‘his associates do ié to élways;be sure that the
assumptions are sound ag can be done,

Obviously I am sure that the oil industry, as any.
other industry, or any othér citizen, is going to place‘
nagioﬁal‘éecurity first. But also bear in m‘indi as has been

brought out, that security‘of our nation depeunds upon the




soundness of our own economy also.
I would 1like to sbress particularly that it is
awfully important that im any of our planning we be sure
that the assumptions aré as sound‘aa can be made. (Applause.)
: ‘ _ g

CHAIRMAN HALLANAW: The Chair recogpizes Hargrove.

MR, R. H. HARGROVE: Mr. Chairmap and gentlemen,

ety e

there have been several references this morning to personal
bravery and things that wé:e going to bé_aaid, but I thin&
for a gés man to stand up and atitempt to say anythiug at all
on this subjeét, after the talented oil wmen who have
pmeééded me, would put me at the pinnacie of bravery.

I_feei I have somé_responsibility in this matter
because our company is now opefating as gas carriers the
crude oil and products pipe line that we built during the
Wor 1d War II emergency. We have certain respomsibilities
with respect to those iines under what kas Been known as the
recapture clause, and I t-ink it would be appropriate, if I
may.hgve a very few minutes, to bring you down to date on
those:subjects.

Briefly, the lines that were acquired by our
company contained a provision that the Secretarﬁ of War,
and I presume now the Secretary of Defense, would hzve this
right, could cail upon us on certain notice %o féconvagt
those lines, df-either of them, to the uselfor which they

wefe originally comstructed.
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After we acquired the lines énd converted them to
gasg usage, we realized that to comply with that obligation
from the standpoint of the physical changes might nbt he
difficult, but from che economic changes, fthat certain
grave problems would be posed. These 1ineé are supplying
gas p;imarily to the Appalachian and Easterﬁ Seabopard area.
There have been periodic inspgttiors by the Quarterﬁaster
General's department as to the lines and as to the cbmpliauce'
by our combany of our obligations to stand ready to convert,
I think T may be pardoned if I say fthat those inspections
have been followed by reports which gave us complete
clearance with respect to those obligations.

When the Koréah crisis occurred, varioué industry
cbmmittees began to be formed to devise ways and means of
how tbese lipes could be returned, onz or eithér of th;m,
to their original service. A ﬁumber of you who aré‘here 1
identify ésqdiécuséing thosematters with me to some extent.

Subsequentlﬁ, the PAD became of course involved
in that problem, and I think one of the first thinés that
Bruce Bfown from the gas indﬁstry had‘ﬁas probably a visit
from me té discuss that situation, The matter did not appear
to he particularly aétive, despite the varﬁous studies that
were made, but we felt ant we should go ahead with studies
onlour part to see what cpuld béldoné to take care of the

gas load if these lines wére converted.
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With that in mind, and pwticuiarly in view of
some approaches that were made to us by PAD im the early
paft of thks year, we intensified those studies an& certain
aspects of them are still umnder way, Without going into &
great deal of detall, it would be possibie for us, given the'
required amount of éteel and a reasonable time fo handle our
rESponsibilities in ﬁhe natural gas end of our business by
other facilities, and free'éither one of thesé Iines; To
free both of them would be 2 very much greater undertaking.

1% was our thought that if there was an impelling
need.for one of these lines to be mwade évailable‘in the event
of an emergency that we should go beypnd the point tc which
we had gone and explore thé possibi&ﬁty of apticipafing
that to some extent to find out if tﬁere was a peacetime
requirement.fof one of these lines that could be later
dovetailed info an emergency situation:

Our thinking along that line was somewhat 
stimulated by the fact that fhere were-sevgral other pro-
jecfs ﬁropoéed for completely new probicts lines to come
from the Gulf Coast to the Eastern Seaboard. We quickly

-concluded, rightly or wrongly, that if the crude oil
transportation wés the probiem, that the use of our lines
wag pnot a very sétisfaétory way to try to solve.it.

Therewere many reasons for that. dne is the uncer-

tainty of the source of supply. The others you would know
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miach better than I, &nd fhere is mno need for me to
beilabor the point.
| We did feel, however, that there was some
possibility that the pralicts line could be reconverted to
its original use without disruption of the oil business or
the gas business, and putting it inra better position in the
event of an emergengy which might require its use in that -
capacity. |

What we can do is enlarge other gas facilities /
of Ours“which are not subject to the recapture clause
and‘bring gas up through those routes, and frée the products
line to be returned to its.originai‘use.

Our studies along that line -~ and again 1
plead complete‘ignorance of the business that most of you
gentlemen are engaged in, except to the very suberficial
extent that I may have had other reports available to me --
but in our stﬁdies we have been aided not onty by our own
organization, ﬁut'consultants who have had spme experience in
it, and they have led us to believe that it might be
economic in the beacgtime economy to reconvert the products
1ine‘into the interior of what might he generally known as
the Pittsburgh area with terminals on thé Migsissippi River
and the Ohio River.

We have not so far beep able to see how it would

be economic to undertake thet all the way over the Eastern
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Seaboard in competition with the tanker movémentQ

Dur conclusicons are by no means final on it. Weé
have not beeﬁ thinkipg along the lines of a government
subsidy. We expected of course if we did the job to have the
benefit of such things as rapid amortization that might be
available to other products of a like nature. Beyond that
we were thinking in no way of any government subsidy.

| We were alsc thinking of what might be regarded
as a modest conversion, the.initial step, The products iine,
many of you wgll remembeor,was in some respects unsétisfactory
due tp-defective welding of the pipe. All of it has
been fixed up. The 1lime 1is in excellent éondition, and is
able to operate at higher capacities. Our studies indicate
it wiil have a capacity of approximately 230,000 barrels per
day if it was powered to its economicllimit.

Our thinking was that initially it wouid probally
not be more than half that amount. Put that there would be
an ppﬁortunity to find a peécatime use of it that would fit
in wiﬁh what would be a constructive and not a destructive
movament in either industry, and at the same time would
afford armeans of ®rhapa not a complete, but aAsubstantial
‘movement toward what an emergency'situatipn mighf require.

If that step were done, and we stopped 1t in the Pittsburgh
area, énd an émergency required it to go to the Eaéterﬁ

Seaﬁdard, we would be then faced with something 1like 250 or
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300 wmiles of line which of course could be domne much more
guickly than the entire job.

Our plans are stiil in the exploratory stage. We
have nothing to say. We have had representsatives discussing
the situation with 2 number of the mar keters and refiners
who are here tohy. I just felt in Qiew of the trend that
thig discussion had taken, that it would be appropriate (o
make mention of what we were doing. {Aoplause.) ‘Ed;

CHAIRMAN HALLANAN: Thank you very much,

NR. JACOB BLAUSTEIN: lMr. Chairman.

CHAIRMAN HALLANAN: Mr, Blaustein.

ME. BLAUSTEIN: I will spealt from here and be brief.

C———

I assume if this big investment were made in this proposed

pipe 1line that certainly it would not be kept only for

gtandby facility, that fthere would be some usenecessary

during poacetime, I am wondering iiMr,. LaFortune's group

gave auny consideration to the effect that woulé have on the

American tanker fleet? It scems to me that in war we ne ed

an Awmerican fanker fieet, and the American tanker fieet now,
and I mean the buildings and the operators are-having all
the time they can havé wo keep geing as is with competition
fron geovernment and with the foreign flag operations. It
certainly seems to me ithat along the lines expressed by Mr.
Spencer, that a stuﬁy ought to be made of this whole

sitnation, taking all those kinds offactors into consideration
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before any definite effort is made with respect to that

&
it

pipe line.:

L ()
MR. ROBERT O. ANDERSOK: Mr, Chairman, I feel
S : — .

very much as Mr. Spencer stated that what we need to do isl
study our own situation, There are some basic assumptions, -
‘right or wrobng, we are going to be able to make, Whether we
are goihg fo look_to:foreign 0il during a war, we should have
one course oflapproach, and the other is this million barreil
reserve capaqity we are trying to build toward. There is

no gquestion in a wartime economy that ouf present yields
would be shifted. It would be shiftéd_to whatever one wanted
to make. During the last war, and I thin& it would be

almost a certainty again, the residual fuel picture changed
enormously. It 1s quite possible that what we are trying
:to achieve could be done with simple additional skimming
facilities. It would be a fraction of the expense as compared
to trying to build a million barrels é day of reserve.

| i don't think the operating in normal times woﬁld
be as great because skimming facilities are not economically
an attractive picture, The whole 1gdustry has to decide
what the problem is. I am sure that the assumption that we
are going to be.doing‘the'same thing only on a bigger scale
in wartime is erronmeous, because our yield undoubtedly is
going to change enormomsly, and then it- becomes a very basic

question if we are going to be able to maintain the oil
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for the refining capacity we have. If we don't,_where,is’
thé.capacity going to be conceutrated; and which is going to
be operated. As Dr. Wilsonm bointed out, once ﬁou have it,
it a1l boils down to transportation and getﬁiug it to'ifs
destination. |

I think an overall study at this.time would be the
best thing that couid be.done to keep us_ffom‘maﬁing a
mistake. |

v _

‘;féﬂAIﬁMAN HALLANAN: Any further discussion,
gentlemen? | |

(No response.)

CHAIRMAN HALLANAN: WNr. LaFortume, would you like

mme rebuttal now? - o T

MRT‘EHFORTﬁNEﬁ t¥e&.’vﬁentlemén, this was given .
to you todéy to let you know that & certain amount of
interest is being developed here in'Washingfon towards the
possibility of some pipe lime. Our defense mobilization
headgs think in terms of tankers being sunk in the evenf'of
war. All these tankers that move from the Gulf Coest to the
Hast'ﬂoagt carryiﬁg the necessary crude oil to our éast coad
refinieries are subject to being sunk like they were in the last
world war. They are certainly not going'to come to you and.
agk you to do tﬁis,lto put in a pipe line of_a,ﬁillion
harrel capaclty, or t@o‘pipe'lines of that capacity,if it

is sqmething that is not practical. They are putting'it put
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to you to see whether any of you might be interested in
setting up something ﬁhat wou 1d bé operafing during peacetime,
built during peacetime, and Operéted»successfuuy and
profitably, and have that facility available .in the event of .
an emergency.

T If you find upon study that it 1is not practicel,
you will‘take caré_of it just 1like you do evérything else.’
You will forget about it. If ¢thers find that they can setl
up a profitﬁble protucts line énd operate it successfully, I
sea no reason why it should not be Operafed. It adds to our
transportation facilities,

ffIn regard to Mr. Blaustein, he asked if ﬁhé matter
of tankers is being congidered. I cam tell you yes, they
are heing coﬁsiééred. They consider tankers a valuable
asset. I think the government is willing, if this thing gets
ugder way in any way, shape or form, either small or/large,f
tcrdo its part towards helping you, as an individual, you
as ajcompany, or you collectively. I have intimated to them
that I doubi very much whether the oil industry will go
into this collectively. Individually there is a possibility. .
As you know, there are two projects. You‘haﬁe heard from
one here this morning. There is still another one being
considered, which all adds up to certain pésSibilities as
far as our Office of Defenée Mobilizat#on.thinking is

concerned, and thaﬁ 1s,.dan guch a thing be done and done
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sucéessfully? I assure you that our'government is not
trying to ask you to do scmething that 1s unprofitabb or
would be unsuccessful. They are trying tc hring up
something here that they think will be helpful to our country
in the event of an emergency. |
l‘ o 11 it is wumpractical, gentlemen, you can fdrget
about it. If some of you find that you can pperate a line
from the Gulf Coast tc the East Coast profitably, } think it
would be appreciated, I think the government wilil cobperate
with you in every way it possibly can, including fhe Lanker
situation, Mr. Blauétein.

' We have certain thoughts, éud I havé had them
expressed,.and I aséure you that the governmeant now 1is
giving the oil ind;stry certain consideration and certailn
thoughts on the tanker situation which you are aware Of&
That can be increasgsed. 1 can assure you that there is no
efforﬁ on the part of any goveranment agency here to force
any issue whatsbever. They are absolutely doing the bhest
they cap, and the matier was put here just to let you know
that they are thinking this way, and perhaps they wmight get
a good suggestion. We might get some favorable reaction.

// 1 would like to know if there are any other
questions. I'will try to answer them to the best of my
ablility. This is just one of thethings that come before us

in the PAD, and we have to do the begt we can. I did not
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want to hide a single thing from any of you. That is why I

- !
have given it to you this morning)

} . Y S e

MR- ALTON JONES: *'May 1 ask this question to clear
my.own thi;;I;;T_fﬁg.have béen doing some general talking
here about the assumptions fim{ that bave been made by the
Office of Defense Mobiiizatioﬁ, and what mey be needed_in
the event of war in the way of additional tramsportation
facilities; Officiaily we have nothing before this Council
to act.on. I agree with Mr, Spencer it is a subject that is
of vital interestto this industry. JIt is hard for me first
to visualiege the creation of a peacetime facility that would
fit info ocur peacetime economythat could be quickly taken
out of the peacetime economy operation and ghoved into a war
economy,-ﬁithqtt dislocating the gas situation, we will say,
or the oil éituation, very much as Mr. Hargrove suggested
it would dp if they take the Big Inch Lines ouf of
operation.. |

{{ In other words, if we build another million bafrels
of pipe line capacitf %to the East Coast, and put it into
peacetime operation, how can we disengage it, if you please,
Joe, aﬁd put it into a wartime operation wheﬁ the emergency
COQeq? That is questiom No. 1.

! . .
" The main question to which I wish to addiess
myself is this: How can this Council come to grips with

this problem or should we try? First, it has to become,
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as you know,_Joe, as & reguest from the Becretary or from
you or the 0i1l aﬁd Gas Divigion for advice and counsel, Then
the Ageunda Committee has to conéider whether or not it.ié
appropriate to deal wiih,

"1 would like to addvess myself, Mr. Chairman, to
this question: How do Qe get this thing iwnto the milil? 'I
think it is(all important that ﬁhe Office cf Defense
Mobilizatipn not make some wrong assumptions, and if we can
help them with our ghinking, let us do it. Buf how do we get
where we pught to go? We are noi getting there fast swapping
views. I agree with Spencer and Gene that we must not jump
to the ﬁrong agsumptions and not let Flemming do it if we
can helplit. As citizens wé don't wawt the Défense Department
to leave undona snything they should do to prepare for war. |
Ve don't-want to wait for war until we bdild an airplane. I
am a little puzzled as to how we would fit t.h‘is‘-th_iug into
cur peacetime eéonomy, and jerk it out overnight. Tha t
bothers me. 1 ddn}t understand it,.

 You might asg Mr. Hargrove fb pull his facilities
out and make them available for war, but he can't do‘that.’V

.3 af

. X . - : ’
CHAIRMAN HALLANAN: Mr.. Jones, answering your

parliamentary imquiry, at least, this matter was thrown out
here'by Mr. La Fortune in his remarks. Mr. Spencey. as
Chairman af-the Council's Transportation Committee, asked

the privilege of addressing'himself as an individual member
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nf the Council ou the subjecﬁ. So we hwe gone on becase
it was thrown out here, and discussions have been more. or
less ex parte, and informal,

v We ali agree that if it comes %o any qfficiﬁl
action by the Council that it must follow the procedure of
a request from a proper officer bf the government directed
to the Chairman of the Council, énd in turn conéidered by
the Agenda Committee, that the subject would be given
official consideration.

' We have known that this thing has been in %he air
and frankly.l do not regret the fact that it has invited
this discussion here today. I think it has been helpful.”

.
‘éﬁﬁﬁh, ALTON JONES: ' Nor do I. Let us get inm the

groove ' o R

B

CHAIRMAN HALLANAN: We can only get in the groove in;

the event the request comes to us. . R _ﬁh“

MB. A. JACOBSEN: » I would like to ask Mr. Hargrove

L

a duestion! As 1 undérstand it, the‘ten;ative proposition that

you spoke-éf waeg to reconveit the Little Big Inch from gas

back to prqduct, and you would then take care of tie gas
nnrequitements through other means. That Little Big Inch line

now is the property of Texgs Eastern Gas Transmission |

Corporation. If your tentative plan were to go through,

would vou then build a gas: 1ine parallel ﬁﬁ the existing,twp

lines? . | _ ;
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MR-—GORDON DUKE~ 'fMr. LaFortune invited a question.
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t{ The second question is more imporﬁant. What would
happen to the Little Big Inch 1ine which now is your
property, and which would be reconverted back to a prnduc%
1ine? Would that belong to the government? Wonld the
government operate it as a pipe line? Would the government

be in the pipe line business, or do they want to set it up by

o S A

=

the oil industry? "’ = . e
~MRF~HRRGR6;E:”T§ answer the first question, we
would not parallel the Little Big Inch live. We would
come up in another direction by enlargement bf,a line we
buiit last year which follows a route more easterly from
there.

Uphe second question, the line would not be the
popperty or pperated by the government. 1t wpuld be
operated " under our thinking by Texas Easternlor a

subsidiary, more liley the latter, of course, because of

'the regulatory aspects inVOlved; But it would in no way be

t
a government venture.

Would you amplify your remark that the goverﬁment has givén

some thought to this ¢anker problem. None of. us, I believe,
is familiar with anything more tham a mothballing of a few
bpats. If there is any other comngideration given, I have

; o
never read of it in the trade paper,
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MR, LaFCRTUNE: hI read in the trade papers where
they are trying to work out a deal on tankers to retire
_ tankers that are ten years or twolve years old.”

MR. DUKE:'(MT. LaFortune, that does notl iﬁVOlve
in so far as I know zny réduction. It gimply‘invqlvés a
new building program, and a retirement from activé service
an equivalent amount of tpunage. It does mot take one gingle
ton, so far as 1 EkEnmow, dff the market. If there were a
pipe line built or pipe lines, which Qould displace 60 or 70
tankers, American tankers now running thatromte, it does not
seem to me that the nation is gettiing any additional defense
faciliﬁies, because there will be just that many taﬁkers
that héve to go out of service.'!

. Mﬁ, LaﬁORTUNE:'TThis situation is this: We have

mentionéd it to have you give it your consideration. . That
is a11.:-Also, to let you knoﬁ that it is of iwmportance to
the Office of Defepse Mobilization, If'sométhing develops
out of it? yhat ig fine. As I mentiomed to you a-momeuﬁ-ago,“

i

if nothing develops that is as_far as we.can go.? .

- S e e T
i~ msis, i S .

MR,- ROBERT E. WILSON:” I might say that th‘elwrors.t,
bust made iﬁ‘the last war. was the building of the |
California project,'because it did not have such study.
Somebpdy looked at somethiné, and they conceived some-
situation that would put all the tankers on the WesE Coast

out of business and wasted a tremendous amount of money
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because simply nobody bothered to consult those concerned
with it. It.took scarce materiais and ménpower to build a
line, and yet a singlé tanker could have carried all the oil
that carried and would have had trememdcously greater
flexiﬁility.

t/ 1 would like to emphaéize what Mr. Holman said,
emphasizing thelimportance of assumptions. It is very easy
fOr everybody to get excited as to what would happen if
this kind of attack came.-You must consider all the attacks.
People say this came from the Defense Department. Actually
if you lookef at it, you would find that a few colonels
sitting around a desk got out a report and passed it on to
the brass. But it does not fepresent a balanced view.of

intelligent men of what would probably happen in the event

af another war.'/ _
e e L

MR.—SPENCER- '/JSé “says 'he threw this ﬁut on the

table as a matter of information. Perhaps soﬁebody in the
industry will be willing to pigk it up and build.éuch a line.
If they wefe so disposed, they would find a2 welcome in

cerfain defense areas ;h-our government; The thing I‘wéﬁf to
say is this. You might, for example, get the govérnment to

put in some méney'on such a project. " You might'grant
acce}erated aﬁortiiation. You might build it up with
government subsidies and whatnbt, sé that it ﬁould-be economic-

ally profitable to the particular conpamy or individuals
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that went into it. But at the same time through that

government subsidy, you would weaken all the rest of the

| industry in so doing. That is the thing we have to watch. “

CHAIRMAN HALLANAN: Mr, Jemnings: - = = = oo .

" MR. B.' BREWSTER JENNINGS:
—_ —

S

. i
‘Mr. Chairman, 1 thought

I might wake one or two observations based on my recollection
of whaf happéged in World War II, because 1 think a lot of
the discussion here this morning indicates that this problem
is being viewed a little differeﬁﬁy from what we viewed it

at that time.

” The fact is that as soon as we were able to
operate naval convoys on the Atlsntic Coast, which occurred
abaut the 25th of April in 1942, we had no problem af all ip
moving tankers. The reason that the.Big Inch 1line was built .
was not becéuse we could not move our 0il coastwise. It was
because when we worked it_all out, we found thaf for a
ton of steél, and also a unit of time by building that line we
could free up a greater number of shiips to trade over the
oceans than we could by any 6ther means .

"1 suggest that if tﬁis iiné'had been in existence
before World War 1I broke out, we would have been in much
worse shape. We would not have had the ships. We woulé not
have had the alternative to wmake the ships available by

/

‘ ! .
building the line. I just waanted to make that point. (Applause)

o e e -

~MR-—GWENSRED: “/1 would like to raise the question
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of whether it would be proper to permit 100 per cent
amortizatioﬁ qf a line of this character, singling out. some
one prOjéct,'whereas the genmeral rule, I believe, is that
you will only permit a rather small fraction of an ordinafy
pipe line to receive accelerated amortization, Whether or
not this project migh@ be a useful one is beside the point.
It seems to me that every transportation facility that is
added must be regarded as adding to our transgrtation
capacity which would be useful in time of war. We are
participating in a pipe line going frmm‘Port Arthur to
Baton Rouge, which eliminates the tanker movement down around
the Delta and Mississippi. It eliminates probably more in
tanker per barrel miie in capacity than this one would so
far as dependence on ian tankers is concerned, It seems to
‘me it would be diécrimihatﬁry to siugle out one transporta-
tion project to be the recipient of a special amoftization
érrangemeut as compared with all other transportation
facilities.'’ -

st . .
MR. PAUL G. BLAZER:’fi noted that in these various
assumptiongxggzﬁﬂ;;—;;;;;;;ﬂ;he building of a pipe.lihe
all the way through from the Gulf to the East Coasi, of
the conversion of-the gasoline from the Gulf Coast to

Pittsburgh and the Ohio area, there is the assumption as

regards the interior, that there is a demand for transporta-

CHAIEMAN HALLANAW: Any further discusgion? ... .. . -
in 1Al HAak ox dlscel
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tion thaf is not now being satisfied. My observation as an
operﬁtar in that area is thét there iw jpst as great a sufplus
of gasoline in Pittsburgh and in Ohio as there is in the

Gulf Coast, and that it does not appear to me that it

would be possible to build the Little Inch except through the
assumption that another couple of hundred thousand ba:rels

of refining capacity in the area under discussion would be
curtailed or shut down.

‘{ From the standpoint of security, 1 call attention
fto the fact thét the greatest shortage that we have in
petroleum products in the interior area was the shortage
of fuel oil and particularly heavy fuel, Eveﬁ as recently
as since the end of World War II, we have had shotages in
Ohio which resulted im our purchasing fuel oil in
Célifornia, bringing it by tanker to the lower Mississippi
River and by barge up the Mississippi River, and by truck
to Youngstown. There was ho such shortage of refined
product in that area.

K | woﬁld anticipate thétlif we had an emexrgency
the one thing that might be the most impottant wouk; ﬁe the.
supplying of the steel industry with adequate fuel oil
Because there are a lot of things we don't know about the
next war., I think we are justified in assuming that there
will bé great demand on the steel industry and the steel

industry will make gfeat demands on the oil industry fpr fuel.
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Whep you consider the bringing of refined product into Ohio
and Weétefu Pennsylvanpnia, which is the greatest.area in the
country from the standpoint_of steel, you then must
eliminate the bringing of a substantial amount of crude oil
into that area, which moves at fhe present time -~ 1 am
talking about heavy fuel oil ~- and the cheapest and most
efficient and economical method of moviang heavy fuel into
that area is in the form of crude oil. | |

‘) If you brought the refined products in without the
crude, then you immediately have a sefious problem of how
you are going to get that fuel oil in there economicalily.

At the present time thefe is no substantial movement, and
probably no movement &t ali, of gasolipne into Pittsburgh

from the Gulf Coa#t, but there still is a substantiél-movement
of heavy fuetl frbm the Gulf Coast.

' I still think thé those who are aésuming that
they can convert or build a rew products line into that
area'are basihgrit on assumptions that won't stand up from
the standpbint of-economics,lbecause that refining capacity
in that area wiil not bow out, To fhé extent it is reduced, -
it will bring a higher price in Ohio and Pennsylvania on
heavy fuel, and they would soon be selling their gasoline in
that area at a lower price than sold on the Gulf Coast today.
As a métter of fact;‘thé wholesale price of gasoline in the

Upper Ohio River is a véry small fractionm of a cent higher
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than the price on the Gulf Coast. I don't think it would

be economical to make that movement through a products |

pige live. ' _ e

CHAIRMAN HALLANAN: Is there any further discussion, .

gentlemen? I1f not, I wish to call at this time upon Mr.
Hugh Stewart, Director of the 0il and Gas Division. Mr. Hugh
Stewart .

MR. HUGH STEWART: Mr. Chairman and gentlemén, I
have sat through aIIOt of these sessions. This is the first
time in a good many sessions where I have even accepféd
anrinvitation to get on my feet. But you have read in the
papers a lot about the demise or the liquidation or the
withering away of PAD, From the particular point I .view the
whole problem, with a certain amount of authority still left
in PAD and still required, I think that the 1iquidation
could be premature. Onr the other hénd, with our principal
defense mobilization requirements being gradually met, it
is entirely probable that before toc long PAD could be
appropriately and properly liquidated.

it was for that reason that we asiked the Council
to make a study of a successor organization if it coumnsidered
such a successor orggnization desirable. We used thé term
the 0il and Gag Division because that had béen the focal point
for the government-industry contact before Korea. It wbuld

probably prove to be as effective a focal point after the

e Pt W =
——— o
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need for a PAD.

The Council has accepted that request, and out of
it I hope we‘will'get the typiéél Council report that geés
down to brass tacks and says just éxaétly what they needr'
with the recommendationé which will serve the Secretary in
éood_étead in any futuvre planning he has to do.

i tagged on a phrase that a prompt study would be
desirable. VI didn't mean to say that I thought.PAD wﬁs
going to fold up before Armistice Day, but that if that
study could be made now, and a report brought in in the
meeting pres;mably early in December, there would beﬂémple
time fof the Secretary to méke the mecessary studiesjénd the
necessary plans and work out the necessary_financiél
~requirements so that he could make his request fdr.an
‘appropriation for the continuing organization.

We have had from the Secretary a very generous
allotment to carry PAD through this fisecal yeér. Probably
thoée funds, if any were unexpended, could bhe used t6
carry on the residhal requirements of an Qil and Gas
Division. New appropriations would be required, of course,
for next year, and the budget requests have already gone in,
So I am hopeﬁl that we will have a report with the
fecommendations on theAtype, the function.and the étaffing
that the Council thinks woulﬁbe most effective and that_we

have that dome December,
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I want to express the real pleasure that 1 have
had and the good 1 think I have gotten out of sitting
;hrough Council meeting after Council meeting, and sitting
in Interior alongside of the PAD staff. I have been a part
of the staff. 1In that the active operating men have carried
"the principal burden. I thoroughly enjoyed working with them
and enjoyed watching them. From a position that is not as
thoroughly PAD as Ray Jackson's, for example, or Ed Warren's,
I can assure yﬁu that the gang did one whale of a good job.
If anybody thinks that a government bureaucra; sits around
with his feet on his désk reading last momth's magazine, you
ought to come arocundand watch these guys work, They do a
pretty fair job. (Applause.)

CHAIRMAN HALLANAN: Thaok you.

Gentlemen, is there any further business? If not
a motlion to adjourn is in order.

MR, JONES: I so move.

CHAIRMAN HALLANAN: Mr. Jones moves we adjourn.
All in favor say ™aye™.

. The moftion was carried, ..
i». The meeting of the National Petroieum_Council

was conc luded at 12:50 o'clock p.m.






